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INDEPENDENT AUDITORS' REPORT

Board of Directors
Presque lsle Distr ict Library
Rogers City, Michigan

We have audited the accompanying statement of f inancial posit ion of the Presque lsle Distr ict Library,
(herein referred to as the Library), as of December 31, 2006, and the related statements of act ivi t ies and
cash f lows for the year then ended. These f inancial statements are the responsibi l i ty of the Library's
management. Our responsibi l i ty is to express an opinion on these f inancial statements based on our
audit.

We conducted our audit in accordance with audit ing standards general ly accepted in the United States
and the standards applicable to f inancial audits contained in Government Audit in€, Standards, issued by
the Comptrol ler General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the f inancial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence support ing the amounts and
disclosures iar ihe fii-raiiciai siaiemenis. An auciii aiso inciucjes assessing the accounting principles used
and signif icant est imates made by management, as well  as evaluating the overal l f inancialstatement
presentation. We bel ieve that our audit provides a reasonable basis for our opinion.

In our opinion, the f inancial statements referred to above present fair ly, in al l  matefial respects, the
financial posit ion of the Library as of December 31, 2006, and the changes in i ts net assets for the year
then ended in conformity with accounting principles general ly accepted in the United States.

Out audit was performed for the purpose of forming an opinion on the basic f inancial statements of the
Library taken as a whole. Information has been subjected to audit ing procedures applied in the audit of
the basic f inancial statements and, in our opinion, is fair ly stated, in al l  material respects, in relat ion to
the basic f inancial statements taken as a whole. The introductory section and other supplemental
information are presented for purposes of addit ional analysis and are not a required part of the basic
f inancialstatements. These sections have not been subjected to the audit ing procedures applied in the
audit of the basic f inancial statements and, therefore, we do not express an opinion on them.
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I ' resq uc ls le Distr ict  t . ibrar l '
Management 's Discussion and Anal l 's is/Fiscal  Year 2006

' fo 
auditor:  Junc 0,1.  2007

Using this Annual Rcnort :
This nnnr,ral report consists of three parts. including .\lurutgente nt .s Distussion untl
.1nt l . t .s i t -  the Bosir  Finunt iul  Stutentct t ts.  and Requircd Supplr)nentur) '  ln l i t rnnt iun.

o Thc l lnancial  statements ui l l  be comparat i re n ' i th the pr ior )ears l lnancials.
(2001\ .\lttnagtnrcnt 's Di.sttr.:sitsn urul .,lnult.:i.s uill also use comparisons. in
ord!'r to nlore clearh e-xplaiir the financial state of thc Lrbrar') .

.  An independent audi tor audi ts Plesque Is le Distr ict  L ibrar l  eacl . r  f iscal  1car.  thus.
the flnancial pofiion ofthis repr)n \\'ili tre indcpendent. sith aclditioual colnnrents
pror idcd by uranagcnrent in t l r is sect ion.

.  Clharts and graphs ui l l  be included in this 1 'ear 's \ , ID&A.

The Libran'  as a Whole:
I'his section of the MD&A u ill include the elcments such as ./ hrief dirctr.s.siort ol'

tht husit /ittunt'iul stdenttttts: unul.t'.qis rt thc lihrury s orarull .finuntiul position untl
ra.sttlls of opcrulitlts: unult.sis ol .signi/icunl budget vctriolions; und discussion ol
currr:ntl, knor luct.s. cleci-tions, rr c'onditions a.//acting th' Librur.r'.
e Tirc i . ibrar)  has J blanches in addrt ion to th!"  adminis lrat ive Iocat ion and can be

cla.si l led cs nroderatc in s izc.
.  Ci lculat ion has increased moderately this lear and Technologr has been updated

according to thc 
' l  

echnologl  plan and 10 replace equipment that has t i i i led.  Ser en
computcrs uere replaccd in 2006. luo addit ional  u 'crc laptops replacing t i . ro
mobrl . -  lab i i r i i is .  onc dcsklop icplacing a pi ib l ic conipi . i te i - , rn, j  i i rL i r . . , i r i - 'L i iy ls
replacing old equipment one rrf u,hich rvas placcd at each locittion. Computer
classcs sl i l l  bcing held on a regular basis throughout the )  ear at  al l  locat ions and
have heen attendcd \\ ell.

o Rcr"enue is obtained through slatc aid. penal fincs. Iocal governmcnt revenLles.
interest revenues. local donations and bequests. material fines and Iost book
char ges and sovernnrr-)rt and 'or prir ate granls.

r  Local  governnlent revenues in the form ofa .7i  assessed mi l l .  provides 65% of
the Iibrarl revenues cornpared to 7.1% tlom thc previous )ear. An additional .2i
mi l luas votcLl  and assessed in 1006" hou,ever.  th is r i i l l  not be pa)abl ! 'unt i l  2007.
Public and business support for the Librarl continues to inrprove and the I-ibrary
has again increzrscd i1s outreach to.  and col laborat ion r . r i th.  the comnrLrni t ies and
orsanizal ions * i th in the I) ist l ic t .

.  I  hcre rras a sisni f icant cut in c l i rect  State aid *hich drrr ln bv about Sl-100 i ionr
1005 .

o Adding to this.  Pcnal l incs. c losn an addit ional  S1.000 in 2006 conrpared to 2005
rr hich leaves an overall decrease in thc area of State aid around 1 0ozi, lionr 1005.

.  Overal l  inconre r las up aln.)osl  546.00() l iom the pre\ iL)us lcal  due 10 a large
prir ,ate donat ion of  5.10.250 and increased interes{ earnings, Therc *ere again no
lalof l i -  hor iercr.  some hours \ ' \  ere cut near the end of the lear and spcnding \ \as
closeh guardc-d in order to mect budget l imitat ions.
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.  Salar) 'expense \ \as up almost around 5% duc to salar l  increascs. lhere *cre no
sign i t icant changes.

o There uas no long-1errn debt incurred in 1006.
.  ' fhe 

Lihrar)  remains in ercel lcnl  f inancial  shapc c\en thour:h trarel  costs.  ut i l i t ies
and other e\penscs are up sl ighth.  Progranrnr ing cont inucd al  aboul the sante
ler el as the previous I ear. again thanks to local suppon and Granls. Local
clonat ions oreral l  renrain strons and local  businesses in fact  hlve been qenerous in
1006 .

Indiv idual  I  und and Account Anal, t  s is
Checking Account
r  This account sho\\s a balance of 5.19.579.88. Cash f lou \r 'as stron! but thc

nraterials budget las cul sonte\\hat in orcjer to free up cash flou lbr a pardal
in the f l rst  l r ,eek o1' . [anuan'2007. Therc uas again a sl ight delal  in par ing
sone bi l ls as $'10.150 of the $.19.580 uas rcstr icted lb l  the Grand [-akc
locat ion. fhe delay. hor. , ier  cr .  \ \as not as signi f icant as last  rear.

. f  ohnson l lcquest Fund
r A signi f icanl  changc in this accouut is duc to a land ptrrchase in the Gland

Lake area. 10 accolnmodate a neli librarl. anticipated to be constructed in
1007. This balance of this accounl $'as transl'erred to a CI) in order to earn a
i r i g i r c l  i n r c l c . t  r , r r c .

r  This fund is the rcsul t  ofa bequest made b1,a local  resident uho lcf t  a
considerablc sum ofmoner to the l ibrarv rr i th rcstr ictcd usagc. No operat i t rna.
expenscs can be paid ui th this nronel.  l t  has been and can be used for
educat ion. books or other matcr ials.  sheh ing. lumiture and equipmcnt.  and
hu  i l c l i ng  c r  hL r i l d ing  i n r l -a r r ! \ cn l cn t : .

J Year ' -end balance *as $1'19.195.48.
He nry' & Margaret Hoffman Fund
l This fund rvas creatcd as thc resul t  o{ 'a bequest rrade b1 a locai  residenl  uhcr

lef i  c lose to 590.000 to the Librar) .
:  Thc Year-end balance of th is accounl is $99.742.47. uhich has been increased

duc lo earned interest.
Accounts Reccivablc
:  l 'h is account sho\\s a balance of $6.158.00 qhich had been receir . 'ec1 late i r r

the \ear.  but uot dcposi ted unt i l  af ier  the year end. I  h is amount \ ras a srant
Gates Foundation (irant for new corr.lplrters rr,hich riill be reporled in the 1007
MD&A.

Pettl' Cash Account
- :  This fund is $50 at the )ear-end. as i t  should be. ,Al l  crpenses ncre accounted

tbr br receipt  (sce audit) .  \ lost l r  used lbr rnai l ing packages or sntal l
emcrgenc\,  purchascs. No change.

Liabi l i t ies & Equitr
-r  Fircd asscts remairr  r  i r tual l r  the same,
:  Thcre are current l \  no lonc-term l iabi l i t ies.

Respectfully submitted, .Juni.s K..S?elsn.rilr. Dircctor



lncome and Expensc bv Month
Januan'  through Decernber 1006

l lncome
ta*i F r lren<,.

iVIa106
I eb06 Apr06

Expense S unrntarr
Januan throuqh December 2006

Scp06
Aug06 Oct06 Dec06

1500 . Pa1-roll Lrpenses-taxes
U.fn580. l  .  l .and & I-and Impror.-  Johnson B.
1535 Rent to Privare Landiorii

520 .  Book Purchases
S548 Misccllaneous Operating Expense
l-sl8 t.ttilitics
,r.i-53.1 . N{aintenance of liquipnrent

542 Publ ic Rt ' lar ionsr l . ibrary prog.
1529 .  Juveni le Nlater ials
lL l r5 i2  Compurer  Rel r red Equip Suppl ies
trOther

I ora I

9'o5l.5 7
9 .2  8
1 . )7
+ . 1 J

i . 3  6
1 .28
2.45
2 .  t9
2 .1  8
1 .66

I  i .73
s5,]5.80i 90

Nor 06

81 Account



lnconre and Expense b1 Vlonth
Jltrruarl' through Deccmber 2006

N,la106 Jul06
Apr06 Jun0(r

I lnconre
il.iErpense

9.1,71.68
10.72
8.69
+ . x f
. )  t - )

0.77
0.39
0 .21
0 .  l5
0 .11

$, i  i2.767.78

lncome Summan
.lanuarr, lhrough December 2006

Sep06 No,' 06
Aug06 Oct06 Dec06

l-120 I-ocal Gor emme'nt Revenues
iS4l 0 Slare Aid
1450 Donat ions and Other Gjf ls

430 Interest I{even ue
ffi45 t Granr Rer cnue
!453 .  Fines
',1456 ' Other Charges and Properlr Rcnt

45,1 . Lost Book Charges
1.157 Miscel laneous Revenue
lllflfia10 Sale of \4erchandise

Total

Feb06

B\ Account



PRESQUE ISLE DISTRICT LIBRARY
Governmental Funds

Balance Sheet/Statement of Net Assets

FOR THE CALENDAR YEAR ENDED DECEMBER 31. 2006

General  Fund
Modified Accfual

Basis
Adjustments

(Note 7)
Statement of Net

Assets

ASSETS
Cash and investments (Notes 2 & 4)
Fixed assets (Notes 2 & 5)
Total assets

LIABILITIES
Accounts payable and accrued l iabi l i t ies
Total  l iabi l i t ies

FUND BALANCE,/ NET ASSETS
Fund Ealance - Unreserved

Designated for capital improvement
Undesignated
Total fund balance
Total  l iabi l i t ies and fund balance

NET ASSETS:
lnvested in caDital assets. net of related debt
Restricted tor donor-restricted purpose

Unrestricted
Total net assets

$ 308,323 $ 308,323
929,349929,349

308,323 929,349 t ,237,672

6,238 6,238
6,238 6,238

t41,456
160,629

(141,456)

(160,629)

302,085-5- 
308J23

(302,085)

929,349
L4!,456
160,629-$----0reJZt

L,237 ,672

929,349
1-4L,456
160,629

The accompanying notes are an integral part of the financial statements.



PRESQUE ISLE DISTRICT LIBRARY
Statement of Governmental Revenue, Expenditures and Changes in Fund Balance /

statement of Activities

December 31, 2006

General  Fund
Modif ied Accrual

Basis
Adjustments

(Note 7)
Statement  of

Act iv i t ies

R EVENU E
Property taxes
state aid
Penal f ines
Interest on investments
Contr ibut lons and grants

Library fines and fees
Other miscel laneous

Total Revenue

EXPENDITURES
Salaries and fringe benefits
Suppl ies
Library books, materials, and other
Professiona I and contractual services
Conferences, workshops, and travel
Insurance and bonds
Health Insurance and dental
Ut i l i t ies
Rent
Bui ld ing repair  and maintenance
Capital  out lay
Depreciation
Postage
Publ ic relat ions
Equipment Maintenance
Dues & administrat ive fees

Total Expenditures

EXCESS OF REVENUE OVER EXPENDITURES/
CHANGE IN NETASSEIS

FUND BALANCE/NET ASSETS - Beginning of year

FUNO BALANCE/NET ASSETS - End of year

$ 381,868
11,531
45,578
25,827
59,223
4,L24
4,6L2

381.868
11,531
45,578
25,A27
59,223

4,128
4,672

532,7 67 532,7 67

287,038
27,298
56,292
4,500
7,858
5,503

10,513
24.449
22,332
5,L92

49,698

2.444
fl,7L3
73,r42
7,429

(56,292)

(49,6e8)

L26,4t7

287,038
27,298_

4,500
7,858
5,503

10,513
24,849
22,332

5,r92_

!26,4t7
2,448

L7,7L3
L3,142

7,429
535,805 20,427 556,232

(3,038)

305,123

(2O,427)

949,776

(23,46s)

7,254,A99

302,085 929,349

The accompanying notes are an integral part of the financial statements.

1,237,434



PRESQUE ISLE DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

NOTE 1 - REPORTINGINJIW AND BASIS OF PRES

Oefinition of the Reporting Entity

The Presque lsle Oistrict Library (the "Library") was established May L9, f992 pursuant to Act No. 24 of the Public Acts of
1989 (MCL 397.171), known as "The District Library Establishment Act.'

The district of the Library consists of the entire geographic area ot Pfesque lsle County. The Library provides library services
to the residents of the district and enters into contracts to provide library services to municipalities outside the district,
such as Forest and waverly Townships in Cheboygan county, Michigan.

The Library is governed by a Board, whlch consists of seven (7) members. The Mayor of the City of Onaway, with the approval
of City Council, appoints one board member from the Onaway area lor a term of fou/ (4) years. The Presque lsle Township
Supervisor, with the approval ot the Township Board, appoints one board member from the Grand Lake area for a term of
four (4) years. The Posen Township Supervisor, with the approval of the Township Board, appoints one board member from
the Posen area for a term of four (4) years. The Presque lsle County Board of Commissioners appoints three (3) board
members for term of four (4) years each, two of whom represent the areas of the county without a branch library and
one represents the Rogers City area. The lvlayor of the City of Rogers City, with the approval of City Council , appoints one
board member from the City of Rogers City for a term of lour (4) years.

In accordance with generally accepted accounting principles and Governmental Accounting Standards Board (GASB)
Statement No. 14, The Financial Reporting Entity, these tinancial statements represent the Library. The critelia establlshed
by the GASB for determining the reporting entity include oversight responsibility, fiscal dependency and whether the financial
statements would be misleading if data were not included. Based upon the application of these criteria, the Library has
no component units.

gasis of Presentation

The financial statements present the fund financial statement on a modified accrual basis with an ad.justment to present
the statement of net assets and the statement ot activities on a full accrual basis.

Fund Financial Statements

In order to ensure observance of limltations and restrictions placed on the use of the resources available to the Library,
the accounts are maintained in accordance with the principles of tund accounting. This is the procedure by which resources
for various purposes are classified for accounting and reporting purposes into funds, which are maintained in accordance
with the activities or objectives specified.

The financial activities of the Librarv are recofded in one fund as follows:

Governmental Fund:

General Fund: This fund accounts for all financial resources except those provided for in another tund.
Revenues are derived primarily from property taxes and penal fines. This fund includes the general

operating expenses of the Library.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Library conform to accounting pfinciples generally accepted in the united States oJ America



PRESQUE ISLE DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

December 31. 2006

(GAAP) as applicable to governmental units. The following is a summary of the significant accounting policies:

GASB No. 34

Effective January 1, 2004 the Library implemented the provisions of GASB Statement No. 34 (GASB 34), Basic Financial

Statements - and Management's Discussion on Analysis - tor State and Local Governments. Certain signil icant changes in

the statements include the following:

* A Management's Discussion and Analysis (MD&A) section providing an analysis of the Library's overall
financial position and results of operations.

* Financial statements prepared usingfull accrual accounting for all ofthe Library's activities.

These and other changes are reflected in the accompanying financial statements (including Notes to Financial Statements).

Measurement Focus / Basis of Accounting

Measurement focus refers to what is being measured; basis of accounting refers to when revenues and expenditures are
recognized in the accounts and reported in the linancial statements. Basis of accounting relates to the timing of the
measurement made, regardless ot the measurement focus applied. The accounting policies of the Library conform to
generaliy accepted accounting principles as applicable to governmental units.

Ggyernmental Fund - The Governmental Fund Type (General Fund) uses a financial resources measurement
f ocus and is a6co u nted f o r using th e modif ied accrual basis of accounting. Under the modified accrual basis
of accounting, revenues are recorded when both measurable and available. Available means collectible
within the current period or soon enough thereafter to be used to pay liabilities of the current period. Current
expenditures a(e generally recorded when the tund liability is incurred, if measurable. Exceptions to this general

rule include principal and interest on long-term debt, which is recognized when due, and accrued vacation and
sick leave, which is recorded when payable from current available financial resources.

Cash and Cash Eouivalents

Cash and cash equivalents are considered to be cash on hand, demand deposits and short term investments with
maturity of three months or less when acquired.

lnvestments

Investments are stated at cost. Interest earned is recorded as revenue when the investment matures or when credited, by
the financial institution, to the interest bearing account.

Current property taxes

Properties are assessed as of December 31 and the related property taxes become a lien on December 1. These taxes are
due February 14 with the final collection date of February 28 before they are added to the county tax rolls.

The Oecember 2005 State equalized valuation of the Library totaled $9O4.744,169. The State taxable valuation of the
Library totaled $573,772.943 on which ad valorem taxes levied consisted ol .7O2LO mills faising $402,846 for operating
ourDoses.

-1G



PRESQUE ISLE DISTRICT LIBRARY
NOTES TO FINANCIAL STATEMENTS

December 31, 2006

Capital Assets

Capital assets are defined by the Library as assets with an initial cost of more than g1,OOO and an estimated useful life in
excess of two years. such assets are recorded at historical cost or estimated historical cost, Donated assets are reported
at estimated fair market value at the date of donation. Additions, improvements, and other capital ouflays that
significantly extend the useful life of an asset are capitalized. Other cost incurred for repairs and mainrenance are expensed
as incurred. Depreciation on all assets is provided on the straight-line basis over the following estimated useful lives:

Bu ild ings
Furni ture and Equipment
Bui ld ing lmprovements
Library books and materials

Use of Estimates

40 years
+15 years
30 years
3-15 years

The preparation of financial statements in conformity with generally accepted accounting pfinciples requires
management to make estimates and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

It

Budgets and Budgetary Accounting

The budget of the General Fund is legally adopted through a Board resolution prior to the beginning of the budgetary year.
There were six amendments to the original budget during the year. The encumbrance method of budgeting is not used.
Any unexpended appropriations lapse at year-end.

Formal budgetary integration is employed as a management control device for the General Fund. Budgets are prepared
on a modified accrual basis, which is in conformity with generally accepted accounting principles.

Excess of Expenditures Oyer Appropriations in Budgeted Funds

The Uniform Budgeting and Accou nting Act (PA 2 of 1968, as amend edi MCL 1-4L.421, et seq.) provides that expend itures
shall not be incurred in excess ofthe amount appropriated. The Library's budgeted and actual expenditures for the funds
budgeted have been shown on a functional basis.

The Library did not incur any excesses of expenditures over budgeted funds appropriated for the current year.

Accumulated Fund Deficits

The Library had no funds with an accumulated fund balance/retained earnings deficit at December 31,2006.

NOTE 4 - CASH AND CASH INVESTMENTS

Deposits are carried at cost. Deposits are in three financial institutions in the name of the Library. The Library's
investment policy authorizes the Library Treasurer to invest in the following types of securities:

A. Bonds, securities, and other obligations of the LJnited States, or an agency or instrumentality of the United States.
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B. Certi l icates oJ deposit, savings accounts, deposit accounts or depository receipts ol a tinancial institution, but

the  L ib rary  sha l l  no t  depos i t  o r  inves t  funds  in  a  f inanc ia l  ins t i tu t ion  tha t  i s  no t  e l ig ib le  to  be  a  depos i to ry  o f  funds

belonging to the state under a law or rule of this state or the United States.

C. lvlutual funds registered under the Investment Company Act of 194, Title I ot Chapter 686.65 State / 890.15

ISC 9al to 8Oa-3 and 8Oa-4 to 80a-64. with authority to purchase only investment vehicles that are legal for

d i rec t  inves tment  by  a  pub l i c  co /pora t ion .  However .  a  mutua l fund is  no t  d isqua l i l i ed  as  a  permiss ib le

inves tment  so le ly  by  reason o f  e i ther  o f  the  fo l low ing ;

i. The purchase of securit ies on a when-issued or delayed delivery basis.

i i . The abil ity to lend portfolio securit ies as long as the mutual fund receives collateral at all t imes

equal to at least l00o/o of the value of the securit ies loaned.

ii i . The limited abil ity to borrow and pledge a l ike portion of the portfolio's assets for temporary or

emefgency purposes.

D. Investment pools organized undef the Surplus Funds Investment Pool Act, 1982 PA 367, MCL 2129.111

to 129.118i or
E. The investment pools organized under the Local Government Investment Pool Act, 1985 PA 72l-, MCL L29.L47

to 129.150.

At year-end, the carrying amount ot the Library's deposits were $308,323 and the respective bank balance totaled

$318,225.51. of which $151,778 was covered by Federal Depository Insurance. The difference between the carrying

amount ot the Library's deDosits and the resDective bank balance represents checks written during the year but not yet
presented for payment. The Library also had $50 in imprest cash at year-end. All of the Library's deposits were made in

accordance with the investment policy.

NO:I I5:IIANGIS INGENEEAL F-IXED 455ETS

A summary of changes in general tixed assets lollows:

Balance

t2/3r/06
Land and Land lmprovements
Bui ld ing
Bui ld ing lmprovements
Computers, software, & information sources
Furniture and Equipment
Library books and Materials
Total

Accumulated Depreciat ion
Net Book Value

Balance 1,/ !/06
$ 14,573

425,OOO
LO4,202
72,tAO

121,045
834,825

Addi t ions Deletions
$ 49,698 $ 64,27L

425,000
!o4,202
86,603

!2L,O45
876,694

!4,423

41,869
r,57 !,425
(622,O49)

$ 949,776

10s,990
G26,4!7)

- 1,677,815

u 44.466)
$ $ 929,34s$ \20.427)

NOTE 6 - RISX MANAGEMENT

The Library is exposed to various risks ot loss related to property loss. torts, errors and omissions. employee injuries, as
well as medical and workef's comoensation benefits provided to emDlovees.

The Library's coverage on general liability is $1,200.000. with a liability limit of $1,200,000. The Library's coverage on
books, audio, video, software and equipment is a blanket replacement cost policy for all locations with a maximum
coverage of $2,400,000 with no individual location limits after a $1,000 deductible per occurrence. The Library's
coverage on public otficials is covered by the appointing municipal entity and is not duplicated by the Library. Real estate
is insured for replacement value with a current maximum value of $544,000 tor a complete loss. Any liability for losses
which exceed these amounts would remain with the Library.

-L2-
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NOrE 7 - RECO_ruCrLrATrON OF.EUNDIIN4I\rGIAL SriE[E_il@rAIEllENIS

Total lund balance and the net change in fund balance of the Library's governmental fund ditfers from the net assets
and char'rges in net assets of the governmental activit ies reported in the statement of net assets and statement of activrties.
This difference primarily results from the long-term economic focus of the statement ot net assets and statement of
ac t iv i t ies  versus  the  cur ren t  f inanc ia l  resources  tocus  o t  the  governmenta l  fund ba lance sheet  and s ta tement  o f  revenue,
expend i tu res ,  and change in  fund ba lance.

The following are reconcil iation of fund balance to net assets and the net change in fund balance to the net change in assets:

Total Fund Balance - fvlodified Accrual Basis S 302.085

Amounts reDorted in the Statement of Net Assets are diffefent becausel

Capital assets afe not financial fesources. and are not reported in
the funds

Net Assets of General Fund - Full Accrual Basis

Net Change in Fund Balances - lvloditied Accrual Basis

Amounts reported in the Statement of Activities are ditferent because:

Capital outlays are reported as expenditures in Statement
of Revenue, Expenditures and Changes in Fund Balance;
in the Statement of Activities, these costs are allocated
over their estimated useful lives as Deoreciation:

929,349

t,23!,434

(3,038)

Computers, software, & information sources
Library books and materials
Capital outlay
Depreciation

Change in Net Assets of General Fund - Full Accrual Basis (23,46s)

NOTE 8. COMPENSATED ASSENCES

As of October 4, 2006, the Library implemented a sick leave policy for all employees, both full time and part time,
accumulated by a rate policy approved by the board. Since the policy was just begun as of October 4, 2006, the
accrued accumulated sick leave pay was considered immaterial to the December 31, 20OG audited financial statements and
therelore not recorded. lt is expected to be material in tuture years.

NOTE9-P€NSION PLAN

The Library does not pfovide a pension plan.

1,4,423
41,869
49.698

(!26,4L7\

-13
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BUDGETARY COMPARISION SCHEDULE

For the Calendar  Year  ended December 31,  2006

Original Budget Budget Ac tua l  Ba lances

Variance
Favorable

(Unfavorable)

REVENU€
Property taxes

State aid
Pena l  f ines
Interest on investments

Contributions and grants

Library fines and fees
Other  misce l laneous

Total Revenue

EXPENDIlURES

Salaries and fringe benefits
Supplies

Library books, materials, and other
Protessional and contractual services
Conf erences, workshops, and tfavel
Insurance and bonds
Heaith insurance and dental
Util i t ies
Rent

Bu i ld ing  repa i r  and main tenance
Cap i ta l  ou t lay
Postage

Public relations

Equipment lvlaintenance

Dues & administrative fees
Other

Total Expenditures

EXCESS OF REVENUE OVER EXpENOTTURES/
CHANGE IN NET ASSETS

FUriD BALANCE/NET ASSETS - Beginning ot year

FUND BALANCE/NET ASSETS - End ot yeaf

524,O57 602,805

30s,123 305,123

30s,123 305,123

The accompanying notes are an integral part of the financial statements

I 381.450
13.900
50,000
13.000
22,OOO
5,000

38.707

381,868
l  l  E ? l

45.578

22,493

58,423

4,L2A
78.384

1 l  q ? 1

45,578

25,427

59,223
4,L2A
4,6 !2

3 ,334

400

\73,772)
524.O57

290,800
20.000
s1,800
5.500
5,000
5,670
7,700

33,500

5,800
27,916
3,150

22.600
16,000

602.805

287,038

4.500
7,858

24.449
22,332
5,r92

49.698
2,448

1 1  - f 1 a

7,429

66,996

532,767

287,O38

27,294

4.500

7,858

5.503

24,449
22,332
5,rsz

49,698

2,448
1 1  7 1 ?

L3,L42
7.429

(70,038)

66.996
535,805 67,000

(3,038)

305.123

(3,038)

302.085 (3,038)
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Honorable Board Members
Presque lsle Distr ict Librarv
Rogers City, Michigan

LETTER OF COMMENTS & RECOMMENDATIONS

we are very appreciat ive for the opportunity not only to bid the audit for the presoue
lsle Distr ict Library, but also to be of service to your organization.

our off ice is submitt ing an electronic copy of the audited f inancial statements. as
well  as this letter of comments and recommendations in pDF format to the state
Treasurer's off ice. The audit should be formally accepted by your board and
indicated so in your board minutes.

we conducted our audit of the Financial statements of the Library in accordance
with the audit ing standards general ly accepted in the United states of America. The
fol lowing summary explains both our responsibi l i t ies and the responsibi l i t ies of the
management of the Library.

z Management has the responsibir i ty for adopting sound accounting poricies,
for maintaining an adequate and effect ive system of accounts, foi the
safeguarding of assets, and for devising an internal control structure that
wil l ,  among other things, help assure the proper recording of transactions.
The transactions that should be ref lected in the accounts and in the f inancial
statements are matters within the direct knowledge and control of
management. Our knowledge of such transactions is l imited to that
acquired through our audit.  Accordingly, the fairness of representations
made through the f inancial statements is an implici t  and integral part of
management's accounts and records. However, our responsibi l i ty for the
financialstatements is confined to the expression of an opinion on them.
The f inancial statements remain the responsibi l i ty of management.

Material i ty plays a very important rore to auditors. we prace a larger emphasis on
items that have a greater chance of having a material error that those in which the
possibi l i ty of such an error is remote. Material i ty defined is, "the magnitude of an
omission or misstatement of accounting information that, in l ight of surrounding
circumstances, makes i t  probable that the judgment of a reasonable person relying
on the information would have been inf luenced by the omission or misstatement."

An independent auditor 's objective in an audit is to obtain suff icient competent
evidential matter to provide a reasonable basis for forming an opinion on the
financial statements. since evidence is examined on a test basis only, an audit
provides only reasonable assurance, rather than absolute assurance. that the
financial statements are free from material misstatement. Therefore, there is a r isk
that audited f inancial statements may contain undiscovered material errors or
fraud. The existence of that r isk is implied in the phrase, . in our ooinion."

+iANNA M. -lol-lNgLN, CPA KKJSTY L 9CHL,]IE CPA



Audit ing standards require us to inform you of signif icant issues encountered in
performing the audit.  We have no signif icant issues to report to you at this t ime.
Audit adjustments wil l  be provided to and reviewed with management at a
convenient t ime in the near future.

There are some comments and recommendations we would l ike to provide in the
interest of improving compliance with various state and federal regulat ions, and
also to increase the internal controls of the Librarv.

Comments and Recommendations for the 20O6 Audit Onlv

1. Chart of Accounts

The Library maintains their computerized accounting system in Quickbooks. The
chart of accounts is functional and fol lowed very consistently by the Library's
management. However, the requirements of the Distr ict Library Establ ishment Act
suggest that the Library fol low the accounting rules for Michigan governments by
implementing the State Uniform Chart of Accounts.

Recom mendation

We bel ieve that this implementation could be done with the current Quickbooks
software, theiefore pieservir ig the sysiem aiready in piace. Ai ihough ihere is
software on the market that is mass produced simply for this purpose, i t  is our
su€lgestion that with a small  amount of consultat ion with our in-house Quickbooks
Pro Advisor, Shanna Johnson, the Library would save substantial money and yet st i l l
meet the requirements of the State of Michigan. This process would involve
implementing the new chart of accounts, and then transferr ing the year to date
numbers from each exist ing account to a corresponding account within the new set
up. Providing this could be scheduled at a t ime convenient for our off ice, Johnson &
Schulze PC would be happy to offer an off-season discounted billing rate to the
Library to ensure this process is not only smooth, but fal ls within your budget.
Please note, our recommendation is not that the Library should or must use our
f irm for the consultat ion, but instead, we are offering i t  as a possible solut ion, as a
courtesy.

2. Interna I Controls

As we audited the basic f inancial statements of the Library, an internal control
weakness considered to be a reportable condit ion by the standards of the American
lnstitute of Certif ied Public Accountants was recognized. Due to a relatively small
number of employees involved in the accounting process for the Library, i t  is very
dif f icult  for the Library to maintain a complete separation of duties. l t  is understood
that a complete separation of duties is not real ist ic with the current staff .  l t  is the
Board's decision to determine to what extent i t  makes f inancial sense to separate
the f inancial duties, i .e.,  at what point do the benefi ts of a stronger internal control
outweigh the addit ional costs. We l ist this i tem within our comments and
recommendations for the purpose of reminding the Board of the l imitat ions in their
internal control system.



We do not bel ieve the internal control structure to be a material weakness and
mention i t  only because i t  is a required communication of the Statement of Audit ing
Standards No. 60.

Acceotance bv Board of Audited Financial Statements

We suggest that the Library board make a formal acceptance of the audited
financial statements at the next avai lable opportunity and note such in the minutes.

Lastly, we would l ike to close by extending our sincere grati tude to the Board for
your patronage, as well  as your trust in us to provide you with a qual i ty audit on a
t imely basis. The management of the Library was excel lent to work with, providing
us with courteous and t imely answers to our many inquir ies. We are always
available should there be any questions, concerns or comments regarding this audit
or any other issues that may arise.

Respectf ully submitted,

' /  r .  .  I
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Kristy Schu)2e CPA
Johnson & Schulze PC


